
Economy Impacts Outlook for Remainder of 2001 

SAN ANTONIO, April 23,2001- 

SBC Communications Inc. (NYSE: SBC) today 

reported that its primary growth drivers - 

data. wirelw and long distance - performed 

strongly during the 6rst quarter. 

Highlights included: 

* 39.9 percent growth in data revenues 

* A net gain of 854,000 subscribers at 

Cingular, SBC’s nationwide wireless joint 

venture with BellSouth 

* 2.2 million longdistance lines in Texas, 

Oklahoma and Kansas; SBC entered the Texas 

long-distance market in july 2000. and the 
two other states in March of this year 

As expected, the timing of SBC’s investments 

in its growth initiatives during 2000 impacted 

firrt~quarter expense and earnings comparisons. 

The slowing U.S. economy also dampened 

growth. First-quarter earnings were $1.7 billion, 

or $0.51 per diluted share, before one-time 

items. compared with $1.9 billion. or 

$0.56 per diluted share, in the first quarter 

a year ago. Operating revenues for the 

quarter, including resuks from Cingolar, 

increased 4.7 percent to $13.1 billion. 

First-quarter revenue growth was adversely 

impacted by SBC’s sale of Ameritech’s security 

monitoring business. Excluding results from 

this divestiture as well as shifts in directory 

publishing dates and the pro forma ellect on 

the year-ago quarter of the Cingular venture. 

first-quarter revenues increased 6.7 percent. 

Primarily because of weakening U.S. 

economic conditions, SBC expects earnings 

per share for 2001, before one-time items, in 

the $2.35 to $2.40 range. 

“The economy is having a greater impact 

on our business than we projected,” said 

Edward E. Whitacre Jr.. SBC chairman and 

CEO. We handled the lirst-quarter revenue 

shortlall well. thanks to very disciplined 

expense management. Going forward, we 

are determined not to lose sight of our 

larger strategic mission ~ including fully 

developing our broadband capabilities and 

obtaining long-distance relief in our states 

as quickly as possible - and we will not 

compromise our long-term future to preserve 

near-term projections. 

“Broadband is the foundation for a host of 

new value-added services. and we will continue 

to pursue it aggressively,” Whitacre said. ‘Long 

distance complements our broadband stratem, 

and this year we have the potential to increase 

our long-distance opportunity from two states to 

eight states. Looking ahead, we will continue 

playing to our strengths, and our adjusted game 

plan for 2001 should yield a much more stable 

and predictable growth profile for the future.” 

(Vcdumer m fhoumd$ 1cQl WI Challge 
Total operating revenues $13,144 $12,553 4.1% 
EBITOA I 5,164 $ 5,291 -2.4% 
Earninqs before extraordinary item s 1,739 s 1,910 -9.0% 
Diluted earninqs per share $ 0.51 8 0.56 -8.9% 

Data revenues S 2.127 S 1,521 39.9% 
Wireless subscriber rewws $ 1,688 s 1,500 12.5% 
Domestic wireless subsuiben’ 20,535 17,294 18.7% 
Proportionate international revenue’ s 1,795 s 1,464 22.6% 
I Repmrenrr total cingn,ar pro rorma *“*srLleo m borh perrodr 
2. Amounts for ZWO have been rmared to exdude invesfmeno hat have been rold cf are no knger amted for under the equity mthcd 



Revenue and Expense trends 
SBC achieves significant sequential expense and margin improvement, 

strong results in major growth drivers - data, wireless, long distance 

S Be‘s first-quarter Bnancial performance 

war defined by: (1) continued strong 

remhs in ils major growth driers - 

data. wireless and long distance: (2) solid 

expense management as tool operaling 

expenses declined 6.1 percent fmm fourth- 

quarter 2000 levels: and (3) lower-thaw 
expected revenue growth due to a weakened 

L.S. economy and increased competition, 

particularly in the Ameritech region. 

In Ihe first quufer: 

* Dana revenues increased 39.9 percent. 

* Cingular Wireless recorded a nel subscriber 

gain of 854.000. compared with a pro forma 

gain of 695,000 in the first quarter a year ago. 
* Total long-distance lines in Texas, Kansas 

and Oklahoma increased ID 2.2 million, 

up from 1.7 million al the end of the lounh 

quarvzr. SBC began selling long-distance 

sewices in Texas in July 2000, and in Kansas 

and Oklahoma this March. 

* Compared with the Rrst quarter a year 

ago, cash operating expenses increased 

9.9 percenf, reflecting the liming of 

investments in major growth drivers in 

2000. However, from fourth-quaner 2000 

levels. cash operating expenses declined 

7.1 percenf. and SBC’s EBITDA margin 

increased 50 basis points. These sequential 

impmvemena occurred despite the facl that 

firsr-quaner results included significant 

expenses to support Cingular’s national 
branding campaign, launched in January, 

as well as expenses for initialives 10 inte- 

grate SBC’s and BellSouth’s formerly 

separate wireless operalions. 

* Wireline cash operating expenses declined 

7.2 percent. and the company’s wireline 

EBITDA margin increased lo 38.8 percent. up 

420 basis points from fourth-quarter levels. 

* Revenues grew 6.7 percent excluding the 

impact of the sale of Ameritects security 

monbo<mg business, dire&my publishing 

daw shifts and the year-ago pm forma effecr 

of Cb@ar. Wireline revenues increased 

5.0 percent mmpared with the first quarter 

a year ago. 

REVENUE DYNAMICS 

SBc’s lower than-ape&d firs-quarter 

revenue growth in both residential and 

business markets was caused principally by 

a weakened U.S. economy, increased 

competitive inroads and the dive&we of 

Ameritech’s security monitoring business. 

SBC has experienced the impaN of a slower 

economy acre its regions, with impacts in 

February and March being mm-e sewe than in 

the previous months and more sewre iban the 

company bad anticipated. Across the company, 

imard call wbnnes to service centers declined 

witi access he gmunh trends, particularly in 

widential mark& Broader economic trends 
- including housing star% lay& and 

bankruptcies - mirror SBCs business 

indicators. In California, the largest state in 

SBCs in-region wimpy, Ihe macroeconomic 

impad an accez line growth ww exacerbated 

by California’s energy crisis and tie failure of 

many dotcom and b&$-tech starh~ps. 

AN IMPORTANT YEAR 

SBC is conEdent in its long-term gmti 

s~egies - in data. DSL, tireless and long 

distance - and its focus is on building 

plallonr~ in these high-polential areas that 

are capable of driving sus&inable growth in 

2002 and the years ahead. 

SBC also believes that 2001 is an important 

year in the telecommunications indusby’s 

transformation and in its own developmenl. 

* SBC, which sorted this year providing long 

dislance in IWCI states, hopes lo end the year 

as a long-dislance provider in eight slates. 

including Ihe two largest in this country - 

Texas and California. long distance is a 

lincbpin to having a full se, of pmducts in 

both Ihe residential and business markets. 

. Data 

* Wireless 

- Long Distance 
L I 

. SBC also has made rapid progress in 

hmadband and believes that in the quarlen 

ahead il has the opporkmily lo expand 

substantially its DSL customer base. Demand 

for broadband services is robust. and SBC 

plans to be aggressive in expanding iDs DSL 

gmlb platiorm. 

* At the same time. while SBC has made 

substantial progress on service q&lity 

issues at Amerifech, finalizing those 

efforts while impmving the regulatory and 

competitive &male in the region will require 

continued effort. 

YEAR 2001 PRIORITIES 

In light of these opportunities and commit- 

ments, SBc’s priorities in 2001 are: 

* Aggressive execution of major growth 

drivers - data services, mass market 

broadband (DSL) , na(ionwide wireless 

and long distance. 

9 Superior cusfomer stwice - SBC believes 

that delivering the markel’s best cusfomer 

service provides a critical competitive edge 

and forms a foundation for future growth 

iniliatives. 

. Financial strength - SBC views ifs 

financial slrength and flexibiliiy as key 

strategic assets. It is committed lo 

enhancing ifs already strong balance sheet 

and solid cash flow through disciplined 

expense managemenf and investmenf 

strategies designed lo yield returns well 

in excess of the cost of capital. 
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Data growth 
SK’s wireline data revenues grew 39.9 percent in the first quarter - 

driven by high-speed transport, network integration and Internet services 

I n the first quarter. SBC extended its strong 

growth record in wireline data. Total data 

revenues increased 39.9 percent compared 

with the I% quarter a year ago and exceeded 

$2.1 billion dollars - nearly double SBC’s 

data revenue stream just two yeas ago. 

- Strong growth in Internet services revenues 

also continued as SBC and its subsidialy 

Dam revenues represented 21 percent of 

SBC’s total v&line revenues in the quarter, up 

from 16 percent in the lint quarter a year ago. 

SBC’s lint-quarter data growth highlights 

included: 

* Core data txmsport products. including 

DS3s and ATM, sustained their strong 

growth rates. 

* SONET revenues also continued their 

strong growth, as demand irom enterprise 

customers for high-bandwidth solutions 

continues to expand rapidly. 

. Revenues from integration services were up 

as well, as enterprise companies continue 

to urn to SBC for a range of network 

analysis. planning and security solutions. 

Sterling Commerce expanded e-business 

solutions for the small~business market 

while SBC added to its Web-hosting 

operations. SBC currently hosts the Web 

sites of more than 21 .oOll businesses. 

nearly double its total a year ago. 

DATA GROWTH INITIATIVES 

SBC continues to drive growth by migrating 

customers ID higher-speed services and 

longer-term commitments and by expanding 

capabilities in attractive market segments. 

For example, in the first quarter SBC: 

* Launched Gig&UN service in fhe 

Southwestern Bell and Pacific Bell regions. 

The service, which provides high-bandwidth 

LAN links within a metropolitan area, 

already has proven very successful in the 

Amedtech region. 

* Expanded sales of its ‘Online Office’ 

bundle of DSL. Internet access, email 

accounts and Web-hosting services for 

small businesses. This high-value package 

helps a wide range of businesses participate 

more easily in the e-economy through 

informational Web sites. online catalogs 

and transaction tools. Sales of Online Office 

have increased dramatically during the past 

two quarters due in part to mainstreaming 

the product’s sales force to include more 

than 4,000 general sales people. 

* Continued to see strong results from its 

major sales and marketing alliance with 

Cisco Systems, which was launched in the 

second quarter of 2000. 

- launched its second Internet Data Center 

(DC), The newest center. in Irvine. 

California. follows the successful opening 
of its sister IDC in Dallas in the third 

quarter of last year. In addition. SBC 

launched its new WebHostingxom line 

of dedicated hosting products. SBC 

acquired a controlling interest in the 

parent company of WehHosting.com in 

the third quarter of last year. 

- Moved to increase its international data 

capabiities by developing a frame relay 

setice to Mexico. which is expected to be 

available in the second quarter, and by adding 

three vinud border crossings along rhe Rio 

Grande region of Texas. which should further 

increaSe the sale of private lines to Mexico. 

@“Man i” rni”iofM) 
1M)l 1QW Change 

Data transport 61,534 51,190 28.9% 

Advanced services $ 593 0 331 79.4% 

Total data revenues $2,127 $1,521 39.9% 



DSL growth 
Total DSL subscribers reach 954,000 at end of quarter; systems advances improve 

provisioning, quality of customer experience 

I n the first quarter, SBC made substantial 

advances in broadband, further 

strengthening its position as the nation’s 

leading provider of DSL services. 

SBC views DSL as a key growth platlorm 

for [he future - capable of delivering a 

host of entertainment. information and time 

management services as well as high-speed 

Internet access to both residential and 

business costorners. During the past few 

months, SBC’s conviction that DSL holds 

huge potential as a strategic growth driver 

has been reinforced by market research. 

During the first quarter, SBC: 

* Expanded its DSL in-service subscriber 

base to 954,000. 

* Achieved significant improvements in 

provisioning. operating eficiency and 
overall customer experience. Doe date 

ioruvals now average less than 10 business 

days, and 90 percent of orders are completed 

on or before their original due dates. 

. Further broadened its addressable market 

through its Project Pronto network 

build~out. AI the end of first quarter, 

SBC war able to reach 21.7 million 

customer locations, or more than 

50 percent of the company’s customer base 

with its DSL service. up from 12.9 million 

locations just one year ago. 

“Over the past two quarters. SBC has 

elevated the quality of customers’ broadband 

experience,” said Ed Whitacre. “While we are 

only two years into broadband and still have 

considerable work to do, demand is strong. 

perxustomer financial metrics are improving, 

and we are confident in our business 
model ~ which is every bit as promising as 

wireless was in its first years. SBC plans to 

r:ontinue to be aggressive in expanding its 

DSL growth platform.” 

EDWARD E. WHITACRE ,R. 
CIIAIRMAN AND CEO 

CUSTOMER GROWTH 

SBC’s emphasis in the lirst quarter has been 

on improved operating efficiencies and 

enhanced quality for the overall customer 

experience - both critical foundations for 

aggressive growth in DSL. 

Gross install levels in the first quarter were 

consistent with results in the fourth quarter, 

and SBC’s net subscriber gain of 187,000 

represents a solid extension 01 recent 

momentum in light of two factors. Database 

reconciliations made possible by enhance- 

ments to automated systems added to the 

number of disconnects attributed to this 

quarter. In addition, during the first quarter, 

SBC changed its bundled offer of a DSL-ready 

Compaq PC plus Inrernet access over DSL, 

launched in July 2000, so that customers 

purchased the PC from Compaq rather than as 

pan of a seamless offer. This change resulted 

in significantly slower sales of the bundle. 

Excluding the impact of these two factors. 

SBC’s daily net gain in subscribers would have 

been in the 3.500 4,000 range, as expected. 

Market trends continue to be positive. 

The company’s most recent research found 

that in the competitive broadband marketplace 

SBC maintains its composite leading position 

in five key service areas - Dallas, Houston. 

Ins Angeles, San Francisco and San Antonio. 

Going forward. SBC anticipates volatility in 

quarterly customer growth numbers as it 

completes the transition of its customer base 

to automated systems and as a limited number 

of ISP (Internet Service Provider) resellers 

and DSL providers work their way through 

widely reported financial difficulties. Because 

more than 80 percent of its DSL customer 

base obtains Internet access service directly 

from an SBC entity or affiliate. SBC has limited 

exposure to ISP financial failure. Nevertheless, 

a few ISPs’ restructuring or closing operations 

In a quarter could significantly diston that 

quarter’s growth statistics. Over time, SBC 

expects to continue to be the DSL provider for 

many of these ISPs’ customers - including 

temporarily displaced costornen ~ whether 

these ISPs successfully restructure, transition 

their customers to more stable ISPs or cease 

operations altogether. 

STRONG DEMAND 

Demand for DSL services cominues to be 

robust and is expected to grow signi6cantly 

owr the next few years. At the end of 2000. 

there were more than 6 million U.S. 

residential costomen accessing the Internet 

through a broadband connection and that 

number is expected to grow to more than 

28 million customers in 2004. according to 

industry analyst firm Gartner Dataquest. Other 

recent independent studies have projected 

wen higher totals for residential and small- 

business customers combined. 

Morwver, customers who adopt broadband 

are passionate in their commitment to the 

service. Broadband Watch, a new survey 
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sponsored by SBC Communications designed 

to check the pulse of today’s broadband users. 

found that residenlial DSL users spend a” 

average of 25 hours a week online. compared 

with jusl 7.5 hours with dial-up Internet 

service. Broadband Watch. which surveyed 

customers in SBC’s &tale region, also found 

that DSL service and the PC have already 

become the IWO moot importanl household 

lechnologies for customers. Nearly all 

respondents (96 percent) consider [heir 

high-speed Internet access tube a” important 

household technology, mure significant than 

the micmwave (88 percent), remote confrul 

(87 percenl), VCR (81 percent), cable TV 

(70 percent), and their garage door 

opener (59 percent). 

Looking ahead, the research found thar 

there is growing anticipation lnr emerging 

high-speed Internet access producls and 

swices. More than twwthirds of the 

respondents expressed interesl in future 

applications and conlent such as distance 

learning (71 percent), video-on-demand 

(70 percent), videoconferencing 

(69 percent) and home nehvorking 

(66 percent). 

SUSTAINED DSL LEADERSHIP: 
MAJOR FOCUS AREAS 

In addition lo continued expansia” of its 

customer base. SBC condnues m make 

e~cellenf pragrevj in areas Ihat are critical 

to realizing the wemendaus putendal of ie 
DSL platform: 

lmpmved Financial Metrics - 
lmprowd prwisioning and added scale 

already have improved significantly ihe 
ecmmnics of DSL, and SBC expects 

confinued advances over the “al hvu 

years. During rhe past six monfhs, SBC’s 

DSL subscriber acquisition costs have 

declined mure than 25 percent. Going 

forward. expenses are expected tu decline 

further due lu additional process improve- 

ments and declining costs for modems and 

other DSL equipment. At rhe same time. 

per-customer revenue growth is expected 

10 be driven by new revenue-generating 

applicalions and by a shift in subscriber 

mix tu highwrevenue business cuxlomer~ 

who purchase premium speeds and 

multiple IP services. 

Expanded AddraabIe Market - SBC 

continues to mwe rapidly wilh Project 

Pmnto, and the central thrusts of lhis 

deployment fur its DSL servlce are reaching 

more po@nfial customers and moving many 

more customers into rhe 14,000feel-and- 

under zone. This zuue oilers superior 

financial characleristics and a greatly 

enhanced uverall broadband cusfomer 

experience. Because of regulatory delays. 

SBC was behind plan in remute terminal 

deployment in 2000. which impacted both 

the pace and the initial economics of its 

DSL initiative. 

At the end of first quarter, SBC’s mial 

polential broadband cusrorner base reached 

21.7 millicm locatians, up fmm 12.9 million 

locations just one year ago. SBC has 

deployed DSL enabling equipment in “early 

1,300 of its central olfces. representing 

more than 90 percent of the company’s 

argeted level fur this aspect of Project 

I 
Pronto, and all of these cabal offices have 

capacity 10 support new orders. I” addition, 

SBC now has nearly 3.000 Broadband 

Neighborhood Gateways in service but 

has suspended their DSL-related deployment 

in Illinois due tu regulatory issues in 

that state. 

Enbamed Customer Experience - 
SBC continues to make good pragress 

making DSL easier, faster and mure efficient 

lu install. In the fir4 quarter, nearly 

70 percent of new subscribers used self- 

inslall. Over the past six months. the 

percentage of automated order llowthmugh 

al SBC’s data subsidiary has mure than 

doubled. These process improvements 

combined with the success of s&nsfalls 

has enabled SBC lo reduce average due 

date intervals mure than 50 percent since 

September. A key tu further enhancing 

customers’ broadband experience is the 

availability of new applications. and SBC 

expects tu begin trials of several in the 

coming months. 



Wireless growth 
Cingular adds 854,000 subscribers in quarter to reach 

20.5 million, service revenues increase 14.8 percent 

C ingular Wireless delivered strong Ciigular~ first-quarter EBITDA magln was 
growth in the first quarter as it 31.7 percent. up mom than 300 basis points 
imroduced new services and launched from fourth-quarter 2000 levels and down from 

a national campaign establishing its new a pm forma 35 percent in the Brst quarter a 
brand. A joint venture of SBC and BellSouth, year ago. This lower EBlTDA mar@ was driven 
Cingular is the United Stales’ second-largest prima@ by higher levels of gross sxbscriher 
wireless provider, has 20.5 million additions as well as higher cash expenses for 
subscribers and covers markets encompassing marketing and adwrtlsing related lo Cingular’s 
a total population of 192 million. SBC nwns nalional branding campaign and for merger- 
60 percenl of [he joint venture. 

Cingular lintquarter highlights include: 

* An 854000 net gain in subscribers, 

compared wilh a 695,000 pro forma net 

gain in the lirst quarter a year ago and 

814,000 subscribers added in the fourth 

quarter of 2000. Cingular’s cellular and 

PCS cuslomer base grew 18.7 percent from 

pm forma levels al the end of the first 

quarter a year ago. 

* A 14.8 percent increase in wireless service 

revenues tu $3.1 billion, compared with 

pro forma results for Ihe first quarter 

of 2000. 

- Au 84.000 increase in subscribers a! 

Cingular Interactive. Over the past year. 

Cingular Interactive’s customer base has 

mure than doubled. Cingular Interactive, 

formerly BellSouth Wireless Data, provides 

advanced two~way messaging, customized 

cnnlent se&es and transacdon applications 

to customers throughout the United States. 

and it covers mnre than 93 percent of the 

urban business populadon. 

* 20.5 million subscribers 
* 192 million POPS 
* 43 of top 50 U.S. markets 
* $3.3 billion in revenues (lQO1) 

* 5972 million EBITDA (lQO1) 

* SEC ownership - 60 percent 

X cingular Il..L“S 

related and inlegration initiatives. Cingular 

began operation in ihe fourth qutier of 

last year and kicked 05 its branding initiative 

in January 

NEW SERVICES, MARKET EXPANSION 

In addition lo its strung subscriber growth, 

during the past three months Cingular took 

important steps lu expand its growth potential: 

- In January the company launched its 

nationwide brand with high~profile and 

highly effeclive mass media advertising. 

* To hmaden its geographic reach. in early 

March, Cingular launched service in the 

Sea~de and Spokane markets with an all- 

digital GSM (global system for mobile 

communications) nerwark and 50 stores. 

mnre than any other carrier in this market. 

- Also in the first quarter. Salmon PCS, of 

which Cingular is an 85 percent non- 

controlling equity owner, was a winner of 

spectrum in the recent 1900 MHz hand 

auction covering approximately 77 million 

POPS: 28 million of these POPS are in 

markers where Cingular currently has no 

presence. The addidonal specburn has the 

potential lo add capacity in major e&sling 

Cingular markets such as Atlanta. Boston, 

Dallas. Houston and Washington, D.C.. 

as well as in new markets including Denver, 

Minneapolis and Pittsburgh. 

- In early April, Cingular advanced its 

integration and cwtnmer service objectives 

by announcing plans 10 consolidate and 

srreamline customer service funclians. 

New. multifunctional regional cenlers will 

replace small centem and will handle 

inbound and oufbound customer service, 

collections, credit, activations. roaming 

and technical support. Cingular alsn is 

consolidating regional distribution cenfers 

into a single, mnre ellicient facility. 

* In March, the company announced 

“Cingular Wireless Internet Express,” the 

first operational standards-based 

General Packet Radio Service (GPRS) in 

the United Slates. The service provides 

customers in Cingular’s GSM markets with 

faster wireless access 10 e-mail, Internet, 

games and other services. 

* Cingular also announced the launch of 

the first Hispanic wireless Internet 

portal offered by a wireless carrier in the 

United States. Cingular already is a leading 

wireless provider in nine of the country’s 

top 10 Hispanic metropolitan area markets. 

Cingular pro forma financial 
statements are available in 
the Investor Relations 
section of SBc’s Web site. 
www.abc.com 



Long-Distance grow8 
SBC launches long-distance service in two states, ends first quarter 

with 2.2 million lines in Texas, Kansas and Oklahoma 

I n the first quarter, SBC sustained its strong 
growth in Ihe Texas long-distance market, 

launched service in two additional stafes - 

Kansas and Oklahoma-and wan sate 

commission approval f” file with rhe FCC 

(Federal Communications Commission) f” 

enter the Missouri market. SBC is the first of 

the former regional Bell companies 6” gain 

long-distance approvals in multiple states. 

SBC views i”terLATA long distance as a key 

growth driver for the future - adding 1” iu; 

bundles of services for residenlial and small- 

business cuslomers and greatly expanding its 

ability t” deliver packages of data services for 

larger enterprises with nmre sophisticated 

communications requirements. 

SBC’s long-distance business model is 

built on positive economics - combining 

increased revenues per customer wilh a” 

amactive cost structure. The company’s 

longdistance support systems for billing 

and c”st”mer service are already in place. 

its mix of sales channels is efficient. and SBC 

has a” atfractive nationwide lmnspon alliance 

with Williams Communications Group. the 

United States‘ largest “al-generado” 

long-distance network. 

WINNING WITH CUSTOMERS 
SBC’s Southwestern Bell Long Dislance unit 

began marketing services in Texas on July 10, 

2000. At the end of Ihe llnt quarter. less than 
nine months after launch, if had won m”re 

than 2.1 million lines. Southwestern Bell has 

approximarely 10 million access lines in 

Texas. and the slate’s total long-dislance 

market is estimated at $7.1 billion annually. 

In March, Southwestern Bell Long Distance 

added 1” ifs array of services for customers in 

Texas with its intmduclio” of SuperMexic” 

“block-of-time” monthly plans that offer 
calls to neighboring Mexico for flal. highly 

compelitive r&s. According m the FCC. 

Mexico is the second m”st frequently 

called international destination by U.S. 

consumers. Currently “mre than 50 percent 

of Soulhwesfer” Bell Long Distance 

inlemalional calls are placed to Mexico, 

making it Ihe m”st called country by the 

company’s subscribers in Texas. 

On March I, the company launched long- 

distance service in Kansas and Oklahoma. and 

on a percentage basis its initial sales pace in 

these states has bee” comparable f” its early 

growth in Texas. Southwestern Bell has m”re 

than 3 million access lines in the hv” stafes. 

Southwestern Bell’s flagship offer in Kansas 

and Oklahoma is a stand-alone basic rate of 

10 cenls a minute. Customers who purchase 

Soulhwester” Bell long distance as part of a 

‘Simple Solutions” package of vertical calling 

services receive a rate of 8 cents a minute. 

The company also offers calling-card services, 

infernati”“al calling and a range of plans for 

business customers. 

MISSOURI APPLICATION, 
AOOITIONAL STATES 

On April 4, SBC formally asked the FCC for 

permission 1” o&r long-dislance services 

in Missouri. The filing followed unanimous 

endorsement of SBC’s application by the 

Missouri Public Service Commission in 

March. SBC expects the FCC l” rule by July. 

SBC continues t” make gwd progress in 

addilional states and expects to gain appravals 

for long-distance launches in California. 

Nevada and Arkansas this year. Independent 

systems tesling is under way in each of the 

Ameritech states. and based on current 

progress. Michigan is expected 1” be the 

first of those states r” tile a” ap$icatio” 

with the FCC. 

Estimated 
K&- 

wm W- 
sGumwEslERN6ELL 
Texas Kansas Oklahoma 58.7 billion 

Misswi. Arkansas $2.0 billion 

PACIFIC BE”NE”ALkA SEW 

California. Nevada 

AMERITECH 
Illinois Indiana. Ohio, 
Michiga”.Wismnsin 

SW.9 billian 

$21.2 billii 

S49.9 billion 



International powtti 

I 

n the first quaner. SBC’s broad international 

holdings continued to generate strong gains 

in customers and revenues. expanding their Kkmrs in rni,,b) 
growth platforms for the future. 

fvo,“mmer in ms, lMl1 lc!w mange 
First&quarter highlights from SBc’s directly Equity income f 177 s 199 -11.1% 

held international investments, excluding the Total access lines 38,239 36.611 4.4% 

impacts of divestitures during the past year, Total WIrelen cust- 34.855 22,423 55.4% 
include: 

* 55.4 percent growfh in total wireless 
Total revenues $10.720 s 9.065 18.3% 

subscribers to 34.9 million 
fkoportionate access lines 6,644 6,595 0.7% 

* 4.4 percent growth in total landline access Proponicaxe wireless cudaners 4,401 2,917 50.9% 

lines to 38.2 million Propottionate revenues s 1,795 s 1.464 22.6% 
* 18.3 percent gmwih in total revenues 

to $10.7 billion 

Equity income from SBC’s international 

holdings declined primarily because of the Brazilian State of sio Paulo excluding the NORTH AMERICAN 

sale of assets during the past year. Metmpolitan Sio Paul0 region - an area GROWTH PLATFORM 

with a population of 18.4 million. SBC’s international alliances with and 
GROWTH lNlT,AT,“ES * Be&acorn’s wireless operation reached 

._. I . . 
m”es!me”tS I” Elrnex, *mer,ca MOYI,, 

During the first quarter, the companies in more than 3.6 million subscribers at the Bell Canada and Williams Communications 
which SBC is an investor continued to Croup lorm a high-potential North American 
generate solid growth, particularly in wireless 

end of March, up 385.000 during the past 

three months. growth platform. Telmex is Mexico’s premier 
and data services, and they took important telecommunications company. AmmCrica M&l, 
steps to expand their growth potential. 

* TDC announced that it plans to accelerate 

the rollout of ADSL broadband service in Latin America’s largest wireless commu- 
First-quarter highlights include: 

. T&corn Americas. the Latin American joint 
Denmark so that more than 95 percent nications provider. owns Telcel in Mexico and 

of Danish households will have the telecommunications investments in several 
venrure among SBC, Mexico’s America counties throughout the region. Bell Canada 
M6vil and Bell Canada International. 

opportunity to sign up for ADSL within the 

next 17 months. is the largest communication provider in 
acquired an equity interest in the sjo Paula Canada. Williams has completed the United 
State cellular company Tess. Tess serves States’ largest next-generation nehvork 
approximately 940.000 subscribers in the connecting 125 U.S. cities. 

Increases in customers and revenues expand platforms for growth and value creation 



Vertical service features in service increased 1Z2 percent; VGEs grew 17 percent 

A solid core business continues to 

be the foundation for SBC’s major 

growth strategiex In the first 

quarter. SBc’s ctxe operations -which 

include wireline voice, switched access. 
vertical services, directory and wholesale 

services - delivered essentially flat revenue 

growth, reflecting a weakened U.S. economy 

and declines in access revenues largely due to 

slightly reduced minutes of use and regulatory 

mandated price decreases. Firs-quarter core 
revenues exclude Ihe impacts of shifts in 

directory publication dams as well as the sale 

of Ameritechi security monitoring business. 

Fintquarter highlights include: 

* 17 percent growth in VGEs (voice grade 

equivalents) to 107 million. Traditional 

access lines increased slightly to 

61.3 million, 

* 17.2 percent growth in vertical service 

features, and more than 20 percent growth 

in total household penetration of packages. 

* Directory revenues excluding the impacts 

of shifts in publication dater increased 
2.7 percent. 

Ii” fhwsafldsJ ml lwn chqe 

Business VGEs 64,154 52,053 23.2% 

Residence VGEs 42,219 38.722 9.2% 

Other VGES 625 730 -14.4% 

Total VGEs 107.058 91,505 17.0% 

lnlormation set forth in this /nvestor 

Briefing contains 6nancial estimates and 

other forward-looking statements that 

are subject to risks and uncertainties. 

A discussion ol factors that may a&t 

future results is contained in SBC’s filings 

with the Securilies and Exchange 

Commission. SBC disclaims any obligation 

to update or revise statements contained 

in this 1nvestorBriefingbased on new 

inlormation or othemlse. 



mm-End 

3mml 3,311w % Change 

Operating Revenues 
Landline local wvice s 5.598 I 5.124 8.7% 
Wireless subxriber 54 1.500 

Operating Expenses 
Operations and 6uppoTt 6.083 7.214 -15.7% 

EMTDA’ 5.107 5,339 -4.3% 

Depreciation and amortization 2,449 2,263 8.2% 

Total Operating Expenses 9.531 9.477 -10.0% 

Operating Income 2,659 3,076 -13.6% 

lntere~t Expense 459 356 28.9% 

l”fereR income 

Equity in Net Income of Affiliates 

Other Income (Expense). Net 

income Before Income Taxer 

Income Taxes 

Income Before Extraordinary Item 
Extracidinsry Item, net of tax 

Net Income 

Basic Earnings Per Share: 

179 24 

401 200 

106 17 

2.995 2,961 -2.6% 

1,021 1,139 -10.4% 

1,964 1.822 2.3% 

(10) 
I 1.954 % 1,822 1.8% 



Operating Revenues 

Operating Expenrer 

Operations and support 
EBITDA* 

Depreciation and amortization 
Total Operating Expenses 

Operating Income 
Interest Expense 

Interest ,nmme 

Equity in Net Income of Affiliates 
Othw Income (Expense) - Net 

Income Befwe income Taxes 
Income Taxes 

Income Before Extraordinary Item 

Extraordinary Item. net of tax 

Net ,ncome 

Basic Earnings Per Share: 

7,990 7,262 9.9% 

5,164 5,291 -2.4% 

2.409 2,192 9.9% 

10.399 9,454 9.9% 

2,769 3,099 -11.1% 

493 356 35.7% 

79 24 

199 200 -6.0% 

136 17 

2.676 2.984 -10.3% 

937 1,074 -12.6% 

1.739 1.910 -9.0% 

(10) 
f 1.729 $ 1.910 -9.5% 



Wireline 

01 

_.. ._ 
-1.3% 
12.5% 
-8.4% 
-1.6% 

-0.8% 





Operating Activities 

Njustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization 2,448 2.263 
Undistributed earnings from investmentS in equity affiliates 216 ,.,., ~.,~,.(I 22) 
Provision for uncollectible accounts 230 211 

12 

(1.148) 3.312 

(92) 362 

643 495 

s ! i5l $ 857 

in) Financing Activities 

ash and cash equivalents 

Net Cash Provided by (Used 

Net increase (decrease) in c 

Cash and cash equivalents beginning of year 
Cash and Cash Equivalents End of Period 



22,423 55.4% 

Wireless (COO): 




